Can You Get a VA Loan With Bad Credit? What
Veterans Should Know

Understanding VA Loans and Credit Requirements

The VA home loan program is one of the most flexible mortgage options available to veterans,
active-duty service members, and military families. Unlike conventional loans, VA loans are
backed by the U.S. Department of Veterans Affairs, which means lenders take on less risk. This
backing allows for more lenient credit standards compared to other loan types. But what does
that actually mean for someone whose credit score has taken a hit?

How Credit Scores Affect VA Loan Eligibility

There is no official minimum credit score set by the VA itself. The Department of Veterans
Affairs does not require lenders to use a specific cutoff. Instead, each lender sets its own
credit requirements. Many lenders look for a score around 620 or higher, but some are willing
to work with borrowers whose scores fall below that threshold. The flexibility comes from the
VA's partial guarantee, which reduces the lender's financial exposure if a borrower defaults.



That said, a lower score does not disqualify you automatically. It may affect the terms you are
offered, such as the interest rate or the need for a larger down payment. In some cases,
lenders may ask for compensating factors, such as a strong employment history, significant
cash reserves, or a low debt-to-income ratio. Understanding these nuances can help you
prepare before you apply.

What Lenders Look at Beyond Your Score

When you apply for a VA loan with bad credit, lenders do not stop at your credit score. They
evaluate the whole picture. Key factors include your income stability, how long you have been
at your current job, your monthly debt obligations, and your history of making on-time
payments for rent, utilities, and other recurring bills. A recent bankruptcy or foreclosure can
make approval harder, but it is not an automatic bar. The VA typically requires a waiting period
after a major credit event, such as two years after a Chapter 7 bankruptcy or one year after a
Chapter 13. Foreclosures generally require a two-year wait, though exceptions exist for
extenuating circumstances.


https://www.youtube.com/watch?v=d73opccjs6E
https://www.youtube.com/watch?v=d73opccjs6E

Another factor is your residual income. The VA wants to see that you have enough money left
after paying your mortgage, taxes, insurance, and other debts to cover basic living expenses.
This is a more holistic measure than a simple debt-to-income ratio. If your credit is weak but
your residual income is strong, a lender may view your application more favorably.

Steps to Improve Your Chances With a Low Credit Score

If you are worried about your credit, there are practical steps you can take before you apply.
Start by pulling your credit reports from all three major bureaus: Experian, TransUnion, and
Equifax. Look for errors, such as accounts that do not belong to you or late payments that were
actually made on time. Disputing inaccuracies can sometimes raise your score quickly. Next,
pay down credit card balances. High utilization rates hurt scores, so keeping your credit card
balances below 30 percent of your limit helps. Avoid opening new credit accounts in the
months before you apply, as hard inquiries can lower your score temporarily.

You can also consider working with a mortgage professional who specializes in VA loans.
These experts know which lenders are more flexible with credit and can guide you toward the
right application strategy. That is where a resource like Carlos Scarpero, Your VA Mortgage

Expert becomes valuable. With access to more than 150 lenders, this kind of specialist can


https://scarpero.com/
https://scarpero.com/

match you with a lender whose credit requirements align with your current situation. It is not
about hiding your credit history but about finding a lender who will evaluate your entire
financial profile, not just a single number.

Alternative Paths if You Are Denied

Even if one lender turns you down, it does not mean no lender will approve you. Because each
lender sets its own credit standards, a denial from one institution may not reflect your chances
elsewhere. Some lenders specialize in working with veterans who have less-than-perfect credit.
They may offer manual underwriting, where a human underwriter reviews your file rather than
relying solely on automated scoring. This can be helpful if your credit report shows a few late
payments but your overall financial habits are solid.



Another option is to consider a VA loan with a co-borrower who has stronger credit. This could
be a spouse, another veteran, or a family member who qualifies for the loan as well. The co-
borrower's credit and income can strengthen the application. Just remember that the co-
borrower also becomes responsible for the mortgage payments, so this is a decision that
should be made carefully.

What About Residual Income and Debt Ratios?

The VA uses residual income guidelines to ensure you have enough money left after paying
your housing costs and other debts. These guidelines vary by region and family size. For
example, a veteran with a family of four in the western United States might need a higher



residual income than a single veteran in the South. If your credit is low, demonstrating that you
have significant cash reserves or a stable side income can help offset the risk. Lenders may
also look at your total debt-to-income ratio. A ratio below 41 percent is generally preferred, but
some lenders accept higher ratios if other factors are strong.

Carlos Scarpero, Your VA Mortgage Expert can help you understand where your numbers stand
and which lenders are most likely to approve your application based on your specific income
and debt profile. This kind of personalized guidance can save you time and prevent
unnecessary credit inquiries that could further lower your score.

x

v B

ey A

h

Final Thoughts on VA Loans and Credit

VA loans are designed to make homeownership accessible to those who have served. The
program's flexibility means that even with a lower credit score, you still have a path forward.
The key is to be informed, prepare your finances, and work with someone who knows the
landscape of VA lending inside and out. Whether you are just starting to think about buying a
home or you have been told no before, it is worth exploring your options. The VA loan program
remains one of the most forgiving mortgage products available, and with the right approach,
your credit history does not have to be the final word.

Carlos Scarpero, Your VA Mortgage Expert on social media ff§] Linkedin ) Facebook
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